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Thcse few pages are vnitten for the purpose of assisting the 
novice, and with the idea that some of the directions con- 
tained therein may perhaps be found of service even to the 
practised book-keeper. With this object the plan has been 
adopted of tracings step by step, a number of transactions of a 
\'aried and representative character, to serve as illustrations 
of the entries required for such operations as form the staple 
of a mercantile, manufacturing, or operative business. 
Clearness has been kept carefully in view throughout ; and 
it may perhaps be thought that the writer has thereby been 
betrayed into a degree of minuteness rather out of place in 
a brief compendium such as the present aims to be ; — ^which, 
however, will be considered a less evil than incomplete- 
ness, and therefore an error on the right side. 



An accurately-kept Journal is the foundation of correct 
book-keeping. The mode of keeping the Journal necessarily 
varies with the nature of the business, — the transactions 
of some firms being capable of being epitomised ; whilst 
with others the transactions are so varied in character that 
almost each one requires a separate entry. Sometimes 
Day-book entries are posted therefrom direct to Ledger ; but 
in that case great vigilance is necessary on the part of the 
book-keeper, on account of the Day-book not being under 
his sole control As the result of many years' experience, it 
is strongly recommended that all transactions \i^ journalised 
once a month, at least. This may generally be done 
very concisely, and well repays the trouble. The Journal 
having been written up for the month, posting to the Ledger 
is little more than a mechanical process, requiring only 
ordinary intelligence and care, and not calling to any 
extent on the inventive faculty. The book-keeper who 
<loes his own " posting " will take that opportunity of seeing 
that his Journal entries affect the respective Ledger accounts 
so as to show their true state ; but — apart from the falli- 
bility attending the work even of the experienced hand — 
he knows that this must be the case if he has taken due 
care in journalising. The examples given are therefore in 
the shape oi Journal Entries. Those which represent cash 
receipts and payments would in practice be made in the 
Cash Book, and posted therefrom direct to the Ledger. 

It may not be out of place at this point to offer a remark 
or two as to the form of Cash Book that will generally 
be found most convenient The result of considerable 
experience of several different forms, is a preference on 
the part of the writer for a Cash Book with two money 
columns on each side, the inner one on the Dr. side for 
all inward cash — />. actual money or cheques, and bills 
already matured when received, — and the outer one for 
cash paid into the Banking Account ; the inner one on the 



Cr. side being for cash paid out of Office, and the outer for 
<ash drawn from the Banking Account All cash received 
into the office, including cash drawn from Bankers for 
'Office use, is entered in the inner Dr. column ; and such 
amounts as are padd into Bank, whether totals or portions of 
the amount received, are credited in the inner column 
on the right-hand side, and debited in the outer or 
Banker's column on the left-hand side. All payments made 
by Bankers, either against cheques or acceptances, are 
entered in the outer or Banker's column on the Cr. side, 
such of the former as are drawn for office use being also 
entered in the inner or Office column on the Dr. side, as 
already mentioned. By this means an exact account is 
always kept of cash in the office and cash at Banker's, 
without the necessity, sometimes inconvenient in practice, 
joi paying in to the Bankers the exact amounts received. It 
is frequently the practice to have a column on each side of 
the Cash Book for discounts allowed " by " and "to," which 
zi^ posted in the ledger to credit and debit of the payer and 
receiver at the same time as the cash, the totals of these 
columns being carried monthly to the debit and credit of 
Interest Account Whether this plan or that of journalising 
the discounts be the more suitable, depends to a great 
extent on the nature and number of the transactions ; and, 
like many other matters of detail, must be left to the 
judgment of the book-keeper. It should be borne in mind 
that the Cash Book is in effect a part of the Ledger, and, 
in the case of the double-column book above recommended, 
contains accounts, which, if kept in the Ledger, would be 
jtppropriately entitled "Cash in Office," and "Cash at 
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In the examples. Payments and Receipts are, for the sake 
^f simplifying the entries, treated as if in the shape of Cash : 



in practice both would of course frequently be in the fornr 

of Bills of Exchange. In the case of a remittance received 
in a bill, " Bills Receivable Account," instead of " Cash," is 
made Dr. to the sender ; and when the amount of the bill 
is received, either from the acceptor when due, or by 
discounting before maturity, " Cash " is made Dr. to " Bills 
Receivable Account " for the amount of the bill, " Interest 
Account" in the latter case being made Dr. to " Cash " for 
the discount, — these entries being respectively on the Dr. 
and Cr. side of the Cash Book without the necessity of a 
journal entry. In the case of a payment being made in the 
shape of an acceptance, the drawer is made Dr. to " Bills- 
Payable Account," instead of to " Cash ; " and when the 
bill matures and is paid, " Bills Payable Account " is made 
Dr. to " Cash." 

Some directions are appended for opening a set of booksy 
9jrA iox periodical balancing ; and a itw cautionary remarks 
are offered against the errors into which a book-keeper is- 
most liable to fall. 

The transactions purporting to be recorded are those of — 

I. Purchase (or Importation) and Sale of Goods 
on Own account. 

II. Purchase and Shipment of Goods on Owa 
account. 

III. Purchase of Goods on Commission. 

IV. Shipment of Goods on Commission. 

V. Sale of Goods on Commission. 

VI. Transactions on Joint Account with other 
parties. 

VII. Manufacturing and Operative business. 



7. Purchase (or Importation) and Sale of Goods on 
Own account 

1. Purchtue of Goods. 

£ s. d, £ J, d. 
Coods* Account ... ... Dr. loo o o 

Selling Merchant or Tradesman Cr. loo o o 

2. Payment for Goods, (a) 

Selling Merchant Dr. loo o o 

'Cash ... ,,. ... Cr. 95 o o 

Discount-on-Purchases Acct** „ 500 

3. Sale of Goods. 

Buyer ... ... ... Dr. 120 o o 

•Goods Account Cr. 120 o o 

4. Payment by Buyer, (b) 
Sundries Drs., viz. — 

Cash ... ... ... ... 114 o o 

Discount-on-Sales Account** ... 6 o o 

Buyer ... ... ... Cr. 120 o o 



• The title " Goods Account," both here and in subsequent entries, 
is used as a general term, including Goods and Property of any descrip- 
tion. When considered desirable to keep separate Accounts of the 
different classes of Goods dealt in, or of each particular Venture, 
separate Accounts would be opened in the Ledger, with appropriate 
titles. 

** Discount is omitted from subsequent entries, one example being 
•cosiadered sufficient. 



//. Purchase and Shipment of Goods on Own account^ 

1. Purchase and Shipmenf* (in one entry.) 

£ s. d, £ s, d^ 
Goods Account Dr. 104 o o 

Selling Merchant Cr. 100 o o- 

Charges Account** ... „ 4 o o* 

2. Payment for Goods and Charges. 

Sundries Drs., viz. — 

Selling Merchant 100 o o 

Charges Account** 4 o o 

Cash ... ... ... Cr. 104 o o* 

3. Account Sales from Agent abroad. 

Agent Dr. (for Nett Proceeds) ... 120 o o 

Goods Account Cr. 120 o a- 

4. Remittance received from Agent, 

Cash ... ... ... Dr. 120 o o 

Agent ... ... ... Cr. 120 o o- 

* A separate ** Adventure " Account may be opened for Shipments, 
in order to keep that department of the business distinct from the' 
general Goods Account. Separate Accounts may be opened, if pre- 
ferred, for each shipment, or for each Class of shipment. The form 
of entry will be the same, under whatever title or titles the Ledger 
Accounts are kept. If, however, the shipment is made out of stock of 
Goods on hand, (the cost of which has therefore been already debited 
to Goods Account), the form of entry will then be, — ^Adventure Account 
Dr. to Goods Account for the value of the Goods, and to Charges - 
Account for the charges. 
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The title '* Charges Account," both here and in subsequent entries, 
is adopted as a comprehensive term, including Freight, Insurance^ 
Shipping or Landing, and Warehouse (Dock) Charges, and Petty 
Expenses, for which it is usual to keep separate Ledger accounts. 



///. Purchase of Qoods on Commission. 

1. Purdutse and Account of same to PrindpaL 

£ s. ft, £ /. d. 
Principal Dr. 102 10 o 

Selling Merchant Cr. 100 o o 

Commission Account ... „ a 10 o 

2. Payment for Goods, As before : see (a), 

3. Payment by Principal, Similar to Payment by 

Buyer: see(b). 



IV, Shipment of Qoods on Commission, 

{A) On accoant of Piinoipal residing in export- 
ing Ck>untr7,— includingr Sale throusrb Agrent abroad. 

1. Shipnunt and Account of same to Principal, 
Principal ... ... ... Dr. 4 10 o 

Charges Account ... ... Cr. 4 10 o 

2. Payment of Charges, (c) 

Charges Account ... ... Dr. 400 

Oasn ... ... ... v^r. 400 

3. Account Sales from Agent abroad^ and Account 

to Principal, 

Agent Dr. (for Nett Proceeds) 120 o o 

Principal ... Cr. 117 o o 

Commission Account ... „ 300 

4. Receipt of Remittance from Agent, 

Cash ... ••• ••• Dr. 120 o o 

Agent ... ••• ••• Cr. 120 o o 
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J. PaymefU to PrindpaL 

£ s. d, £ J. d. 

Principal ... Dr. 117 00 

Cash Cr. 117 o o 

{B) On Account of Principal residingr abroad,— 
indudingr Purchase. 

1. Purchase and Shipment, and Account to PrindpaL 

Principal ... ... ... Dr. 106 10 o 

Selling Merchant ... ... Cr. 100 o o 

Charges Account „ 400 

Commission Account ... „ 2 10 o 

2. Remittance from PrindpaL 

Cash ... ... ... Dr. 106 10 o 

Principal Cr. 106 10 o 

3. Payment for Goods and Charges, As before : see 

(a) and (c). 



V. Sale of Goods (from abroad) on Commission. 

1. Payment of Insurance, Landing and other Charges* 

As before : see (c). 

2. Sale of Goods. 

Buyer Dr. 100 o o 

Goods (Consignment) Account Cr. 100 o o 

3. Payment by Buyer. 

Cash ... ... ... Dr. 100 o o 

Buyer Cr. 100 o o 
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4- Account Sales to Principal, 

£ s, (i- £ /. tf. 
'Goods (Consignment) Account Dr. loo o o 

Principal ... ... ... Cr. 92 10 o 

Charges Account... ... „ 500 

•Commission Account ... „ 2 10 o 

5. Remittance to Principal, 

Principal ... Dr. 92 10 o 

Cash ... ... ... Cr. 92 10 o 

Observe that in entering Account Sales, the amount debited to the 
Goods (Consignment) Account is the same as previously credited to that 
Account when the sale was made. It is more convenient to make this 
the gross amount of sale : any difference of discount arising from the 
dxing of a different '' due" date, or other causes, will then be in the 
Discount Account. 



VL Transactions on Joint Account with other parties. 
{A ) Qoods purchased and sold by Self 

1. Purchase, (d) 

Adventure a/c (jtly. with A, B,) Dr. 100 o o 

Selling Merchant Cr. 100 o o 

2. Payment for Goods. As before : see (a), 

3. Side, 

Buyer Dr. no o o 

Adventure a/c (jtly. with .<^.i9.) Cr. no o o 

4* Paypnent by Buyer, As before : see (b). 
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5* Account to party jointly interested, 

£ s, d* £ *• d. 
Adventure a/c (jtly. with A, B.) Dr. lo o o 

Interest Account Cr. (for interest 

on outlay) 140 

A. B. Cr. half proceeds ^^55 o 

Less half cost & int\ 50 12 

480 

Profit and Loss Cr. (my half profit) 480 

Observe that in making entry No. 5, the amount debited to the 
Adventure Joint Account will, together with the Cost, exactly balance 
the amount credited to that account for the Sale. 

6. Payment to party jointly interested, 
A, B, ... ... ... Dr. 4 ^ ^ 

Cash Cr. 480 

(^ )--Ezport.— Qoods puFchased by Self, and 
shipped to Agrent abroad for Sale. 

1. Purchase. As before : see (d), 

2. Shipment. 

Adventure a/c (jtly. with -^.^.) Dr. 400 

Charges Account Cr. 400 

3. Payment for Goods and Charges. As before : 

see (a) and (c). 

4. Account Sales from Agent abroad. 

Agent Dr. (for Nett Proceeds) ... 120 o o 
Adventure a/c (jtly. with A. B.) Cr, 120 o o 

5. Remittance from Agent abroad. 

Cash ... ... ... Dr. 120 o o 

Agent Cr. 120 o o 
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6. Account to party jointly interested, 

£ s. d. £ s» d 

Adventure a/c ( jtly. with A, B.) Dr. i6 o o 

Interest AcctCr. (for int^ on outlay) 2 zo o- 

A. B. Cr. half proceeds jQ^ o 

Less half cost, chgs.& int\ 53 5 

6 15 0^ 

Profit and Loss Cr. (my half profit) 6 15 o- 

7. Payment to party jointly interested. 

A, B. Dr. 6 15 o 

Cash Cr. 6 15 o 

OfaKrre here also, that the Adventure Joint Account is balanced by 
entries Nos. 1 . 2 & 6 on the one hand, and No. 4 on the other. 

For the sake of simplicity. Commission and Charges (except shipping) 
lie ezclnded from these entries. Reference to other examples will show 
how these items should be treated, if they occur. 

Im the ease of a transaction on Joint Account with Consignee, the 
yettmal entries would in effect be the same as above ^ hut more condensed' 
MM to Account Sales and settlement ^ *-^ Agent"*^ and ** party jointly 
iiUerested ** being one and the same. 

If GoodM supplied by party jointly interested and consigned to 
lioieign Agent for sale, the entries would be so far similar to the above 
that they do not need to be set out in detail. 

As to Goods purchased by self and entrusted to party jointly interested 
for sale through his Agent abroad, the entries would be so few and 
simple as not to require any specific directions. 

Where Goods supplied from stock, ite note^ page 8. 

(O— Import.— Goods purchased by Merohant 
abroad and shipped to me for saJe, (on joint accoimt.) 

1. Foreign Merchants Invoice, 

Adventure a/c (jtly. with ^. i?.) Dr. 100 o o 

A, B, ... ... ... Cr. 100 o Or 

2, Payment of Insurance^ Landings and other charges. 

As before : see (c). 
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3' Sale. 

Buyer Dr. 120 o o 

Adventure a/c (jlly. with A. B,) Cr. 120 o o 

4. Payment by Buyer. As before : see (b). 

5. Auount Sales to Foreign Merchant, 

£ s. d, £ J, d. 
Adventure a/c (jtly. with-^. B,) Dr. 20 o o 

A. B, Cr. half proceeds ;;^6o o 
Less half cost & charges 52 10 

7 10 o 

Charges Account Cr. 500 

Profit and Loss Cr. (my half profit) 7 10 o 

Observe here again that the Advtnture Joint Account is balanced by 
entries Nos. I and 5 on the one hand, and No. 3 on the other. 

VII. Manufacturing or Operative Business. 

1. Purchase of Material or Goods, 

Purchases Account ... Dr. 100 o o 

Selling Merchant Cr. 100 o o 

2. Payment for Materials or Goods, As before : see (a). 

3. Payment of Wages^ {or other Expenses). 

Wages Account Dr. 70 o o 

'Cash ... Cr. 70 o o 

4. Sales of Manufactured Article, 

Buyers Dr. 210 o o 

Sales Account ... ... Cr. 210 o o 

5. Account for Work Done, 

Customer Dr. 30 o o 

Work Account Cr. 30 o o 

6. Payment by Buyer or Customer, As before : see (b). 



In some of the foregoing examples Purchases are debited 
and Sales credited to Goods Account ; and in others the 
plan is adopted of carrying the former to the debit of a 
Purchases Account, and the latter to the credit of a Sales 
Account When this course is followed, — which has its 
advantages on the score of greater perspicuity, by keeping 
Purchases and Sales quite distinct, — the amount of each of 
these accounts has to be transferred (previous to balancing 
the books) to a General Trading Account, which has after- 
wards to be treated as directed at page i6. 

Fcr opening a set of Books^ enter to the credit of the 
Capita] Account the amount of capital, and to the debit of 
the Stock (goods &c.) and Cash Accounts, the amounts of 
property and cash of which the capital consists. If Book 
Debts are taken over from a previously existing business, 
Ledger accounts should be opened with the Debtors and the 
amounts entered up, and any Liabilities taken over treated 
in the same way ; the totals being carried to the credit and 
debit respectively of the Capital Account. All this should 
be recorded in and posted from an entry in the Journal. 

Periadiail Balancing, — When required to balance a set of 
Books to a point, all postings should be checked, and, where 
necessary, corrected. The Ledger being then cast and 
the castings checked, the Trial Balance (which is a list 
of all the Ledger balances, and balance of the Cash Book,) 
can be got out ; and if this is correct, — that is, if the whole 
of the Dr. and Cr. balances respectively make exactly 
the same total,— then, proceed to dispose of such of the 
balances (or such portions of them) as are not intended to 
appear in the Balance Sheet, by carrying them to Profit and 
or other Accotmts, as directed in the next paragraph ; 
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and bring down the remainder for the commencement of 
the fresh Ledger accounts ; the balances thus brought down 
forming the materials for the Balance Sheet 

To illustrate what is meant by carrying certain balances 
or portions of them, to Profit and Loss Account, — suppose 
that the balance of the Goods Account is ^127 on the 
Cr. side, (the total credits being to this extent in excess of the 
total debits,) and that the stock of goods in hand is worth 
;;^96 ; write in on the Dr. side of the account, "Transferred 
to Profit and Loss Account, ^223," (canying that amount 
to credit of Profit and Loss Account accordingly,) and 
write in on the Cr. side, "Balance carried down, ^96;" 
which amount then carry down on the Dr. side, for the com- 
mencement of the Goods Account for another period. Or, 
suppose there is a balance of jQji on the Cr. side of the 
Charges Account, but that there is a liability existing in 
respect of this account, of ^23, (charges incurred but not 
yet paid) ; write in, on the Dr. side, "Transferred to Profit 
and Loss Account, ^49," (carrying that sum to credit of 
Profit and Loss Account accordingly) ; and — still on the Dr. 
side — "Balance carried down, ;;^23;" carrying this amount 
down on the Cr. side for the commencement of the 
Charges Account for another period. Treat all of the 
Accounts on which there is a profit or a loss in the same 
way, including of course Commission, Wages, Trade 
Expenses, and any similar accounts; bringing down a 
balance on the Dr. side where an Asset has to be 
represented, and on the Cr. side where there is a 
Liability. In the case of Customers* Accounts which are 
doubtful or bad, the amounts may be carried to a 
Bad and Doubtful Debt Account; and then a sum 
sufficient to cover the probable amount of loss carried 
from this Account to the debit of Profit and Loss Account ; 
the remainder constituting a balance that may be considered 
as an asset. The Profit and Loss Account can then be 



27 

dosed by transferring the balance thereof according to the 
wishes of the Principal or Partners. 

Another way of treating bad and doubtful debts is to 
provide for the probable loss thereon by opening a Reserve 
Account, and entering to the credit thereof from time to 
time such amounts as may be considered a suitable pro- 
vision for the purpose, such sums being entered to the debit 
of the Profit and Loss Account. The Customers' Accounts 
can, under this plan, remain open till the actual loss on them 
is ascertained, and then closed by carrying the amount of 
loss to the debit of the Reserve Account By this means 
the Balance Sheet, at whatever time it may be made out, 
will include under the head of Assets, the amount of un- 
closed bad and doubtful accounts, with a counterpoise in the 
shape of the Balance of Reserve Account on the other side. 
The Ledger Balances having now been all brought down, 
are ready to be extracted so as to make up the Balance 
Sheet, by summarising and ranging them, — the Cr. Balances, 
or Liabilities, on the left, and the Dr. Balances, or Assets, 
on the right ; the former (although Cr. balances,) being 
on the Dr. side, because representing Debts and Liabilities, 
the latter (although Dr. Balances,) on the Cr. side, because 
representing Assets. 

Uu errors of an inexperienced Book-keeper arise sometimes 
from his not placing before himself with sufficient clearness 
the exact nature of the transaction intended to be recorded. 
Thus, the Purchase of goods will sometimes be confused 
with the Payment for them, these being really two separate 
stages of a transaction ; — ^the former, the contracting of a 
liability, and the latter, the discharge of that liability. 
Similarly, the Sale of Goods is sometimes confused with the 
Receipt of the Cash. Confusion and consequent error are not 
infrequently occasioned through giving Accounts in the 
Ledger inappropriate^ titles. For instance, a Petty Sales 
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Account is sometimes opened in the Ledger, in which to 
enter sales to persons with whom the transactions are not 
sufficiently numerous to seem to justify separate Ledger 
accounts, and sales are debited in such an account, not- 
withstanding the inconsistency, (manifest on a moment's 
consideration), of debiting Sales Account with the amount 
of sales (see page 15). Such an Account as this is in fact an 
account with ** sundry customers," and if so entitled, all con- 
fusion will be avoided. Similar observations would apply to 
the practice sometimes adopted of crediting small purchases 
in a Petty Purchases Account Ready Money Purchases 
and Ready Money Sales Accounts may be opened in the 
Ledger, and the cash payments and receipts for such purchases 
and sales entered in the Cash Book to debit and credit 
of those accounts respectively, and posted direct thereto ; 
but such transactions (it should be observed) do not then 
require — unless for statistical purposes — any Day Book or 
Journal entry, the entire transaction being recorded in the 
entry in the Cash Book. 

Directions and cautions might be multiplied, but it is 
hoped that enough has been said to ensure the end in view, 
which is not to give detailed instruction in the whole art 
and practice of book-keeping, but to enable the young and 
inexperienced book-keeper, whose previous acquaintance 
with accounts may be but partial and imperfect, to record 
correctly and intelligibly any class of transactions with 
which he may have to deal ; — and this, not by the enuncia- 
tion of any new fundamental principle, but by an endeavour 
to simplify the application of the old. How far the writer 
has succeeded in this attempt he must leave to the judg- 
ment of his readers. 




